this is not the fact.®® The prospect of being denied this
essential service will be sufficient in many instances to coerce
customers into making payments for services that they know or
suspect are deceptive or misleading or that were unauthorized.
Finally, preserving the existing bill adjustment procedure is
necessary because in virtually all cases, and unlike the typical

credit card transaction, a pay-per-call customer has no

relationship or contract with the "vendor," i.e., the pay-per-call

service provider who has actually supplied the service in question.

The customers fregquently do not know who the supplying provider is

3In March, 1991, the University of Tennessee conducted a study
commissioned by the Tennessee Attorney General and the Tennessee
Public Service Commission which asked consumers the following
guestions (responses are noted):

(1) Do you think that your phone can be disconnected
for not paying local service charges?
Yes 90.6% No 4.3% Don't Know 5.1%

‘ (2) Do vou think that vour ohone can he Ajsnnpnected o
‘ for not paying long distance charges?
Yes 83.2% No 6.6% Don't Know 10.1%

(3) Do you think that your phone can be disconnected
for not paying for 900 number calls?
Yes 51.3% No 20.9% Don't Know 27.8%

(See Attachment 3)

While this study is two years o0ld and the States hope that
consumer understanding of pay-per-call service has increased, the
study demonstrates that consumers are confused regarding a
carrier's ability to terminate service for failure to pay for 900
service and that notification is therefore, necessary to clarify
this issue for the consumer. (Also see, note 5, supra.)
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or how to contact that provider.!* Accordingly, it would be very
difficult for a customer to pursue a billing dispute in the way set
out in the proposal. Generally, consumers view the "telephone
company" as the contact on these matters.!®* Accordingly, it is
appropriate that a consumer's affirmative obligation should only
extend to the local telephone company or the appropriate inter-
exchange carrier.

Further, with respect to unauthorized calls, a procedure which
will credit a consumer for such calls if a bona fide complaint is
made is essential, given the nature of the pay-per-call
transaction. Unlike a credit card or debit card transaction, it
cannot be presumed from the facts that a call has been made and no
illegal act (such as theft of services) has occurred, or that the

person who is reéponsible for the telephone bill at the number used

“although Section 308.5 will require a pay-per-call service
provider to give its name during a preamble and the TDDRA requires
a procedure to allow consumers to obtain access to such
information, there is no assurance that consumers will be aware of
this opportunity.

The University of Tennessee study, n. 13, supra., also asked
consumers "if a person had a complaint about 900 number service,
who would they contact?" Responses were as follows:

Attorney General 0.4%
Public Service Commission 10.7%
Local Authorities 1.6%
Phone Company 42.1%
Division of Consumer Affairs 0.7%
FCC 2.1%
Better Business Bureaus 5.1%
Other 3.8%

Don't Know 33.5%
According to this information, consumers are most likely to
contact the phone company if they have a complaint about a pay-per-
call service.
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for the call has in fact authorized a charge or even knows about
it. Parents who are unaware of the availability of certain pay-
per-call services or, just as important, the potential that their
minor children, or other non-responsible members of their family,
may make calls to such numbers, should not be forced to bear what,
in many instances, can be hundreds or thousands of dollars in
charges for pay-per-call services without any agreement on their
part that they will be liable for such charges.?®

Presently, carriers or their agents frequently provide credits
for pay-per-call charges upon receipt of a bona fide complaint.
This process is efficient and provides the best protection for
consumers from the threat of having to pay charges for services
that are the product of deception or misrepresentation. The ruies

appear to adopt this approach by specifically authorizing billing

entities to remove charges upon the presentation of a complaint,
without requiring an investigation. Sec. 308.7(4)(2)(1). This
option should be maintained.

The States acknowledge that a small percentage of consumers
could use the ability to claim that a call or calls were
"unauthorized" as an attempt to defraud vendors. This prospect
exists today and pay-per-call service providers have been able to
function notwithstanding a consumer's ability to make such claims.

To defend against such practices, vendors have a variety of

¢ See, e.g., Testimony of Daniel Clearfield, Executive Deputy
Attorney General, PA  OAG, Before House Telecommunications
Subcommittee on Telecommunications and Finance, September 27, 1990
(examples of unauthorized calls producing thousands of dollars in
telephone charges).
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mechanisms at their disposal, including the use o0f collection
efforts for individuals who repeatedly make calls and incur
relatively large charges, blocking access to their service by non-
paying individuals or the utilization of credit cards or direct

billing. Finally, billing entities should have the authority to

Agnir hil 'I='hv3 orrer nnrrantionn +n indinvridusle whn. ashusae the hillina

per-call services by claiming that calls were not "authorized."

Basically, the system inter-exchange carriers and local
telephone companies use today to respond to pay-per-call billing
complaints reduces the injury to consumers. While fraudulent and
deceptive pay-per-call services continue to be a problem, law
enforcement officials are sometimes able to mitigate the losses
caused by such fraud,' by obtaining credits or refunds of charges
from the telephone company billing entity. The process proposed by
the FTC could be read to end this process and require or encourage
the consumer to make questionable payments and pursue a refund from
the pay-per-call service provider, an entity that at best will not
be as responsive as the telephone company billing agent and at
worst will be impossible even to locate or contact.

To ensure that pay-pe;:-call service fraud does not return to

its former level, it is crucial that consumers retain the right to






services.!® A similar notice should be included in the "Pay-Per-
Call Rights Summary" required by section 308.5(i).

Additionally, given that consumers perceive the 1local
telephone company and inter-exchange carriers as able to disconnect
consumers' telephone service for failure to pay for local or long
distance services, consumers must be informed that telephone
service will not be disconnected for nonpayment of pay-per-call
services. Common carriers should be required to inform each
consumer when he or she disputes (orally or in writing) a pay-per-
call service charge, that his or her telephone service will not be
disconnected for failure to pay for the disputed pay-per-call
services. Furthermore, persons should be prohibited from
misrepresenting that telephone service may be disconnected. It is
importént that consumers not feel compelled to pay a disputed

charge merely because it arrives on a telephone bill.

181t should be noted that South Central Bell in the State of
Tennessee has voluntarily included the following language on each
page of a consumer's pay-per-call bill:

* 900 Service Unregulated Charges

Nan ngrpant o000 novgsigo ghog=cg gl ], pod moonld 3

disconnection of your local service. You can obtain
free blocking of 900 service from South Central Bell.
If you have any questions about your charges, call
{number for inquiry).
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following statement appear on all bills for 900 calls since August
1, 1992:

You may not have your telephone service disconnected for
failure to pay for "900" number services. You may
disnute cbarges for "900" number services if vou helieve

that charges are unauthorized, fraudulent or illegal.




A consumer's interest in telephone service is obvious. Most
consumers are- extremely car.eful about their telephone bills,
viewing the service as one that they cannot risk losing. Consumers
must be given an opportunity to raise any disputes they have
regarding pay-per-call charges without the perceived threat of

losing their telephone service.

G. BILLING ENTITIES SHOULD BE REQUIRED TO INFORM CONSUMERS
OF THE PAY-PER-CALL BILLING DISPUTE PROCEDURES ON THE
PAY-PER-CALL BILL. '

The Commission has proposed that billing entities send an
annual billing rights statement to all customers to inform them of
their rights and the steps they must take to dispute pay-per-call
charges. It is just as important that, at the time that they
receive their pay-per-call bill, consumers be notified of the
procedure they need to follow if they question a pay-?per-call
charge. It is crucial that this fact be communicated to customers
to ehsure that they respond ifx a timely manner and do not
inadvertently waive their right to challenge a deceptive or
unauthorized service.

The States propose <that +the rules require on every
pay-per-call telephone bill a statement informing consumers of‘
their need to dispute a new pay-per-cali charge within the time
specified by the Commission and a reference to a toll-free
telephone number that they should call to lodge the dispute with

the billing entity.
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H. OTHER SUGGESTED CHANGES TO BILLING DISPUTE RULES.

Pay-per-call services in effect combine a credit card with a
customer's local and long distance telephone service. During the
past two decades legislation and regulations evolved to address
comprehensively consumer credit relationships. The billing and
dispute resolution procedure for credit card users is one example.
However, there are significant differences between pay-per-call
services and credit cards. The Commission must closely examine

these distinctions <to formulate sufficient protections for

customers.
Proposed Rules

Time for Filing Request For Billing Review, Sec. 308.7(b).
The rule states that a consumer may initiate a billing review no
later than sixty (60) days after the billing entity transmits the
first billing statement that contains the chﬁrge for the pay-per-
call purchase. The rule t#ﬁeé account of circumstances where goods
or services promised to be provided are not delivered (Section (b),
ft.(2)) but in certain other instances a sixty-day period may not
be enough time for a customer to know whether the pay-per-call
service provided is all that was promised (g&gL,'in a sweepstakes
or prize award schemes). '

Therefore, the time for a consumer to request a bill review
should be expanded to 90 days, and further clarified to provide
that if a "service" includes the subsequent delivery of a prize,

award or other product, that a consumer has 90 days to complain
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from the date that the goods or services arrive or are supposed to

arrive.

Charge For Unsuccessful Billing Review. Sec. 308.7(h). This

section states that a customer can be charged "a reasonable fee" if
a claim for an adjustment is made but it is determined that no
billing error has occurred. The States unequivocally oppose this
provision.

There is no precedent for permitting' a billing entity to
" charge a customer for a billing error review simply because the
‘billing entity makes a determination that the complaint was not
sufficient to require the charge to be removed from the bill.
Moreover, the potential that even a "reasonable" fee could
discourage customers from complaining about a particular pay-per-
call charge should be enough to dissuade the Commission from
permitting such a fee on public policy grounds. Finally, claims of
billing error relating to pay-per-call services are just one of
many types of billing disputes that today are handled free of
charge by local telephone companies or inter-exchange carriers each
day. It would cause confusion to consumers and additional
administrative burdens to telephone companies if billing entities
have to identify and separate the cost of responding to pay-per-
call complaints.

Limitation On Collection For Failure To Follow Dispute Rules.
Sec. 308.7(4). This section states that a billing entity that
fails to comply with the billing dispute provisions of the rule

forfeits its right to collect from a customer amounts disputed by
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representatiVes to construct a foundation for responsible pay-per-

call services to provide convenience and value to consumers.

Dated this 7th day of April, 1993.

Respectfully submitted,

JAMES E. DOYLE
ATTORNEY GENERAL
STATE OF WISCONSIN
TELECOMMUNICATIONS SUBCOMMITTEE
Chairperson
Consumer Protection Committee
National Attorneys

General Association

GRANT WOODS
ATTORNEY GENERAL
STATE OF ARIZONA

RICHARD BLUEMENTHAL
ATTORNEY GENERAL
STATE OF CONNECTICUT

ROLAND W. BURRIS
ATTORNEY GENERAL
STATE OF ILLINOIS

ROBERT T. STEPHAN
ATTORNEY GENERAL
STATE OF KANSAS

HUBERT H. HUMPHREY III
ATTORNEY GENERAL
STATE OF MINNESOTA

THOMAS UDALL
ATTORNEY GENERAL
STATE OF NEW MEXICO

CHARLES W. BURSON
ATTORNEY GENERAL
STATE OF TENNESSEE

CHRISTINE O. GREGOIRE
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STATE OF WASHINGTON
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4. Fail to distribute all prizes within six months of the
initiation of the sweepstakes.

5. Promote a sweepstakes after a major priz s
claimed.

6.  Misrepresent in anyway the value, characteristics,
benefits, restrictions, gquality or uges of any prize, award or
product offered through the sweepstakes or promotion.

(iv) €iii)

5) __All_ugg_ogu_es__@_d_g__l other text of pay-per-call

advertisemen shall be pr o n hal n
language consistent with common grammatical usage. .

(6) gviggrg of Qﬂ @;-gall §g;x§,g§ that gffgr §_v_ig§g§ g g
11 di 18 om

(7) Nothing in this sgg;ion shall be construed to permit an
activity prohibited under state law.

(c) Federal Programs.

(5) All disclosures and all other text of pay-per gg;
advertisements shall be properly punctuated, and shall be stated i
language consistent with common grammatical usage.

(e) Advertising to individuals under the age of 18.

(3) _For purpeses Qf € &&Me_\_claar and consnicunus shall

mean the following:

(iii) In a radio advertisement, the disclosure shall be
delivered in a slow and deliberate manner and in a reasonably
understandable volume. in-any-pregram-iength-ceommereial;-the The
disclosure shall be delivered immediately preceding each delivery
of the pay-per-call number.



(6) The presumption contained in § 308.3(e)(5) may be
rebutted with competent and reliable audience composition data or
other competent and reliable evidence demonstrating that at least
sixty-seven percent of the receiving audience is composed primarily
of individuals aged 18 or older.

(7) All disclosures and all other text of
advertis nts shall roperl unctuated d shall be stated in

language consistent with common grammatical usage.

(g) Telephone solicitations. The provider of pay-per-call
services shall ensure that any telephone message that solicits
calls to the pay-per-call service discloses the cost of the call
and the rest of the solicitation message in a slow and deliberate
manner, and in a reasonably understandable volume, in accordance
with §§ 308.3(a)(1)(i) through (v).

(h) Referral to toll free and local telephone numbers. The
provider of pay-per-call services is prohibited from referring in
advertisements to an 800 telephone number, or any other telephone
number advertised as or widely understood to be toll free_or local
cost, if callers to that number may be connected to an access
number for, e¥ may otherwise be transferred to, a pay-per-call
service-, or otherwise solicited to accept collect charges for or
purchase pay-per-call services.

§308.4 Special rules for infrequent publications.

(c) Publications claiming an ex tion pursuant to 8.4
shall be required to disclose in the same size tvype as the pay-per-
call number: "THIS CALL WILL RESULT IN A SUBSTANTIAL CHARGE ABOVE
THOSE OF LONG DISTANCE CALLS. PLEASE LISTEN CLOSELY TO THE
PREAMBLE TO THE CALL WHICH WILL DISCLOSE THE PRICE PER MINUTE AND
GIVE YOU AN OPPORTUNITY TO HANG UP WITHOUT BEING CHARGED."

§ 308.5 Pay-per-call service standards.

(a) Preamble message. The provider of pay-per-call services
shall include, in before each pay-per-call message, an introductory
disclosure message ("preamble") in the same language as that
principally used in the pay-per-call message, that clearly, in a
slow and deliberate manner and in a reasonably understandable
volume_and in the following sequence:







(i) A reflection on a billing statement of a telephone-~billed
purchase that was not made by the customer nor made from the
telephone of the customer who was billed for the purchase or, if
made, was not in the amount reflected on such statement_or was not

authorized by the customer who was billed for the purchase.

(ix) A reflection on a billing statement of a telephone-billed
purchase for which the customer makes a claim that the goods or
services provided were not consistent with the promotional
representations made by the vendor that the representations were
unfair, deceptive or misleading, that they were in violation of
state or federal law, requlation or rule, that the pay-per-call
service is not in compliance or the requirements of §§308.3, .4, or

.5.

A reflection on a billing statement of a charge for a collect
call that was solicited through an 800 number or other pay per call

service.

(b) Initiation of billing review. A customer may initiate a
billing review with respect to a telephone-billed purchase by
providing, no 1later than 90 days after the billing entity
transmitted the first billing statement that contains a charge for
such telephone billed purchase,! notice to that billing entity in
which the customer:

(d) Response to customer notice.

. . -

(2)(ii) Transmit an explanation to the customer, after
conducting a reasonable investigation (including, where
approprlate contacting the vender or prov1d1ng carrier), setting

Nl v (il W= ey dpdeaet g ] o | e— —
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occurred or that a different billing error occurred from that
asserted, make any appropriate adjustments to the customer's
account, provide a summary of the steps that the customer must take
to continue to dispute the alleged billing error with the vendor or
carrier, including the provision of information necessa to lodge
a complaint with them and, if the customer so requests, provide a

If the billing error is the reflection on a billing statement
of a telephone-billed purchase or failure to provide a promised
award, prize or other product not provided to the customer in

accordance with the stated terms of the transaction, the 0 90-day
period begins to run from the time the goods [or] services, awards
or prizes are delivered or, if not delivered, should have been
delivered, if such time is 1later than the time the billing
statement was transmitted.
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possible. We must hear from you no later than 60 90 days after we
sent you the first bill on which the error or problem appeared.

Your Rights and Our Responsibilities After We Receive Your Notice

After we receive your notice, you do not have to pay any
questioned amount, and no one may try to collect it, until we are
finished investigating. We-ear-continue <to-bill-yeu-for-the -amount
yoeu-guestieny~-and-yoeu You are still obligated to pay the parts of
your bill that are not in question. PLEASE NOTE _THAT YOUR

TELEPHONE SERVICE WILL NOT BE DISCONNECTED OR TERMINATED FOR
FAILURE TO PAY FOR PAY-PER-CALL_ SERVICES.

. . - .

(2) Alternative summary statement. As an alternative to
§308.7(n)(1), a billing entity may mail or deliver, on or with each
billing statement, a statement substantially similar to the
following:

In Case of Errors or Questions About Your Bill

1 £ -you -thinle your- 500~ { er-other -pay -per--oadlj- number-teiephene
bill-dis--wrong,~-e¥ you have a right to dispute the pay-per-call
service charges on this bill. If you need more information about a
900 [or other pay-per-call] number call billed to your account, let
us know as soon as possible. We must hear from you no later than
660 90 days after we sent you the first bill on which the error or
problem appeared.

(3) Monthly billing statement. A billing entity shall
include on_each monthly billing statement for telephone-billed

purchases mailed or delivered to consumers the following
statements:

YOUR TELEPHONE SERVICE WILL NOT BE DISCONNECTED OR TERMINATED
FOR FAILURE TO PAY FOR PAY-PER-CALL SERVICES.

IF YOU WANT TO DISPUTE ANY OF THE CHARGES FOR 900 NUMBER [OR
OTHER PAY-PER-CALL] TELEPHONE CALLS APPEARING ON THIS BILL CALL OUR
TOLL FREE CUSTOMER SERVICE LINE AT [STATE 800 TOLL FREE NUMBER OR
REFER TO TOLL FREE NUMBER ALREADY APPEARING ON THE PAGE] WITHIN 90
DAYS OF THE FIRST BILLING FOR THE CHARGE.

IF YOU DISPUTE A PAY-PER-CALL CHARGE AND IT IS REMOVED FROM
YOUR TELEPHONE BILL, THE VENDOR OF THE SERVICE MAY ATTEMPT TO

COLLECT THE DEBT THROUGH OTHER DEBT COLLECTION PROCEDURES.
-9-
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and requests removal, a billing agent shall remove that charge for

pay-per-call services from subs ent billin tat
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Citizens Research

MARK N. COOPER, PH.D.
802 LANARK WAY, SILVER SPRING, MARYLAND 20901 e (301} 684-3378

SELLING INFORMATION SERVICES DURING 800 AND 900 NUMBER CALLS:
THE NEED FOR GREATER CONSUMER PROTECTION

EXECUTIVE SUMMARY
A. PBACKGROUND

A recent petition to the Federal Communications Commission
by the members of the National Association of Attorneys General
concluded that pay-per-call services offered during 800 number
calls are a significant problem for consumers because they create
confusion in the customer's mind about whether, how and when
billing takes place and are an open invitation to misleading and
deceptive practices by marketers.

Based on a national random sample survey of over 1,000
respondents and an extensive review of the consumer marketing
literature, this report provides dramatic evidence supporting
that conclusion and documents the need for increased consumer
protection to prevent fraud and deception during such calls.

B. SURVEY RESULTS

Billing for traditional calls is quite well established in
the public's mind, while new types of calls are misunderstood
(see Table ES-1).

o 96% of respondents to the survey say, correctly, that
800 number calls are "free" and 80% say that
regular long distance calls are billed.

° In contrast 50% say, incorrectly, that 900
number calls are "free."

o 84% do not expect 800 number calls to involve
billing for information services, even when
the offer of information services is
explicitly stated.

Respondents do hot support the "just punch one" approach
which is preferred by marketers for billing these services.

o 35% percent said that service should not be
offered in this manner at all and another 31%
said willingness to be billed should be
signaled by punching in a telephone or credit
card number.




